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The Battle of Titans in the Automobile Industry 


The great struggle in the automobile industry continues on two fronts—at the plants and at the bar 
of public opinion. The imminence of other conflicts accentuates its gravity. How shall the citizen 
make up his mind? 


The General Motors strike is in its eighth week. A 
steel strike is scheduled for January 14. Other strikes are 
in progress or threatening. A somber forecast would put 
the number of striking workers in the immediate future 
at 1,500,000—one in nine of the union membership. All 
this is happening at a time when the need for increased 
production, the prime requisite for avoidance of inflation, 
is perhaps unprecedented in our economic history. 

Because of the strategy of the United Automobile 
Workers of America (CIO) in picking General Motors 
as the first point of attack and because of the dominant 
position of General Motors in American industry, the 
strike in its plants is the focus of major attention and of 
most crucial immediate concern. General Motors is the 
largest industrial corporation in the world. ‘This strike 
dramatizes contemporary industrial controversy and points 
up the central issues which must be resolved. 

The major contention points are well known, but the 
merits of the opposing arguments are confused to an ex- 
ceptional degree. It is the purpose of this discussion to 
clarify them. 


The Union’s Demands 


In briefest statement, UAW-CIO demands the mainte- 
nance of wartime “take-home” pay by an increase of 30 
per cent in basic rates and retention of the 40-hour week, 
without price increases. It defends this demand on the 
basis of the corporation’s ability to pay because of antici- 
pated high profits, the national necessity of a wide distri- 
bution of purchasing power, and the danger of unemploy- 
ment later on if the 40-hour week is not maintained. The 
union insists that there be no corresponding increase in 
prices, since this would be inflationary. It challenges the 
corporation to prove by “opening the books” that these 
demands are not justified and promises to scale them down 
if such proof is forthcoming. The union offered to arbi- 
trate the issue with a binding decision. 


The Corporation’s Position 


Briefly again, GM’s reply to the union’s demands is a 
sweeping denial of their validity. It denounces them as 
unwarranted in fact and revolutionary in principle—an 
invasion of the function of management, which, it insists, 
is responsible for all matters relating to “costs, prices, 
wages, pro‘its, schedules and investments.” Such invasion 


is declared to be a menace to the American system of free 
enterprise. Before the strike began GM offered an in- 
crease in wages which it maintains would average 134 
cents an hour. The union declined a settlement on this 
basis. The company rejected the arbitration proposal on 
what it insists is a matter of principle, affecting its mana- 
gerial responsibility. 


The Purchasing Power Argument 


The question whether or not the maintenance of pur- 
chasing power is a prime requisite on a stable economy 
has been sharply debated in recent years. It has been a 
central issue in the appraisal of government spending 
programs during the depression. It underlies the contro- 
versy over the Full Employment Bill. Economists con- 
tinue to differ on the question. However, there is today 
widespread support in business as well as in government 
circles for stressing potential consumer market as a key 
to economic stability and prosperity. The UAW is able 
to quote from reports of the Brookings Institution, for 
example: “ ‘Inadequate buying power among the masses 
of people appears to be fundamentally responsible for the 
persistent failure to call forth our productive powers. It 
has been shown that the standards of living desired for the 
American people as a whole can be attained only if we 
somehow greatly increase the national output of goods and 
services. Our problem is to determine whether the flow of 
the income stream can be so modified as to expand pro- 
gressively the effective demand for goods.’ ”? 


From a statement by the public members of the National 
War Labor Board, February 12, 1945, the union quotes 
these words: “As we go forward to a time of full con- 
version to peacetime economy after the war, the goal is a 
level of production, distribution and consumption high 
enough to absorb into peacetime production all the enor- 
mous capacity for production we have demonstrated in 
war. This means a level of civilian demand and purchas- 
ing power high enough to substantially replace all the 
present wartime demands of the government.” 

Moreover, GM’s annual report for 1940 is quoted as 
declaring that the policy of improving the economic posi- 
tion of a company’s workers “is not only socially desirable 


1 This and the immediately following quotations are from Pur- 
chasing Power for Prosperity. Economic Brief presented by Walter 
P. Reuther. October, 1945, 
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but economically necessary because of the vital importance 
of the purchasing power of the factory worker.” 
“Ability to Pay” 

The relevance of the company’s ability to meet a wage 
demand to the process of collective bargaining is a ques- 
tion that appears much confused. The President has said 
that it is always relevant to wage determination, and the 
history of wage negotiations amply supports this. The 
issue as it now arises, however, is not so simple as it ap- 
pears. When an industrial concern is prepared to estab- 
lish the exorbitance of a wage demand on the basis of its 
finatices, it inanifests no reluctance to do so. Elinore Her- 
rick, formerly regional director in New York of the Na- 
tional Labor Relations Board and now on the staff of the 
New York /lerald Tribune, in a balanced discussion of the 
strike published in that paper on December 3, in which 
the union comes in for some criticism, recalls that some 
years ago C. IX. Wilson, president of GM, freely discussed 
the corporation's finances in a wage negotiation conference 
with the union. She asks, “Is it not in the company’s own 
interest to correct the claimed exaggerations, inaccuracies 
and distortions by giving the necessary facts? Could not 
this be done at the collective-bargaining conference table?” 

But GM in its statement to the President's Fact-Iind- 
ing Board, December 28, presents a different view of the 
present issue: “The company makes no claim of inability 
to pay any level of wages based on customary standards, 
but it is unwilling to accept a super-wage above that 
applicable to its competitors or other employers of like 
types of labor in the respective areas in which the cor- 
poration operates.” The issue, the company declares, 
“is not primarily one of wages as between General Motors 
and its employes. It is an issue of ideology and national 
policy which really belongs to Congress.” Thus the com- 
pany seeks to turn the union’s argument against itself, 
maintaining that it has definitely monopolistic implica- 
tions. “One big monopoly union—a million strong,” it 
says, “dealing with substantially all production in the in- 
dustry, asserts as its future policy that it aims to settle 
the problems of wages, prices and profits for the entire in- 
dustry around the bargaining table.” 

The implication seems to be that wage rates based on 
the ability to pay of a concern that is in a favorable posi- 
tion will be forced on competitors who are in less favor- 
able position. If this means that a labor union, like a 
producer, can function in monopolistic fashion there is 
nothing new in it for the fact is well known. But it is 
common practice for unions to take account of special 
conditions in specific contracts. However, labor, like in- 
dustry, operates within the competitive system. Like in- 
dustry it uses its power to win advantages. That this con- 
stitutes a public problem is plain. The question that arises 
is whether or not any essentially different element is in- 
jected into the situation when increase in costs is due to 
labor rather than to some other factor in production. In 
theory, the price is set, broadly speaking, by the highest 
cost companies whose product is necessary to supply effec- 
tive market demand. This is where the advantage of big 
enterprise comes in. If the cost level is forced up uni- 
formly competition takes place on a new base line. Lut 
the feature of the union’s demand which, rightly or wrong- 
ly, has won most public support is its insistence that the 
wage scale be determined on a basis that will protect the 
public from inflationary prices. (The union maintains a 
Consumers’ Division.) If its calculation of possible 
profits is wrong, its contention falls. If it should win its 


demands the question of fair treatment of GM’s competi- _ 


tors would confront the union. 

question. in 

free competitive enterprise would dictate the decision. 
The union has committed itself to a broad social prin- 


It would be a serious 


But it does not appear how the principle of — 


ciple, to which public opinion will doubtless seek to hold | 


it. In his statement to the Fact-Finding Board Mr. Reu- 
ther said: “It is a question of whether the biggest corpor- 


ation in America and the biggest union are going to settle — 


their wage issue in terms of protecting and advancing 
the community interest, or whether they are going to act 
as narrow economic pressure groups, each taking care of 
their problem and their interest, without regard for the 
nation’s needs or the community welfare.” 

From the union's point of view the idea of pure com- 
petition in industry is a fiction. “One can imagine,” 
ironically says a UAW brief, “small manufacturers of 
automobile parts determining ‘competitively’ what is a 
fair price for General Motors to pay them. One can re- 
call the high wages paid competitively by General Motors 
before the workers were organized.” 

In his statement to the Fact-Finding Board Walter 
Reuther said, “The corporation raised the question that 
the union demands are a broad attack on American indus- 
try and free enterprise. 1 would like to say, Mr. Chair- 
man, that if free enterprise in America is to survive it has 
got to work; it has got to demonstrate an ability not only 
to create earnings for the investors but it has got to 
create an ability and a willingness to give millions of com- 
mon Americans economic security.” 


In a cartoon advertisement GM pictures a shirt sales- — 


ian who is saying to a customer, “I’m sorry, Sir, but I'll 
have to charge you more if you have more!” The impli- 
cation is that just as there is an understood established 
price, there is a going rate for wages, both fixed in the 
coipetitive market. Carried to its logical conclusion 
would not this argument invalidate the use of labor power 
in wage determination? For the union scale paid by the 
organized section of an industry admittedly gives a com- 
petitive advantage to unorganized competitors. This is 
why union mine operators for years desired the unioniza- 
tion of competitors. 

The Fact-Finding Board has been explicit on the ques- 
tion of the relevance of ability to pay. On December 21 
the Board said: “Ability to pay will not be regarded as 
the only or controlling factor in determining the amount 
of a fair and equitable wage adjustment. . . . Ability to 
pay will be regarded as one of the factors relevant to the 
issue of an increase in wages, to be given such weight 
along with other factors, as the board may deem appro- 
priate after considering all of the evidence.” 

The company makes a point of the negative aspect of 
the union’s demand that ability to pay as reflected in earn- 
ings be considered in wage determination; that is to say, 
the relevance of reduced profits. A spokesman for the 
company said in a broadcast: “This same union that 
argues that wage rates should be increased whenever 
profits increase, will not agree that as profits fall wage 
rates should be reduced.” The government’s position 
seems to be not that wages can be “tied” to profits, but 
that profit status is one relevant factor. Quite obviously, 
since wages are an inescapable charge upon industry, it is 
one function of profits to maintain a reserve out of which, 
when necessary, they may be paid. 


The Call to “Open the Books” 
Some ambiguity characterizes the union’s demand that 
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the company “open its books.” GM has refused to do 
this. The President's Board has no power to require it, 
and at the time GM withdrew from the proceedings, had 
asked only information about wages and hours. ‘he com- 
pany declined to give even this information, challenging 
the validity of the whole inquiry. The company contends 
that all the facts are a matter of record. They are “broad- 
cast to 425,000 stockholders trom coast to coast—sent to 
newspapers and libraries.” On the other hand the union 
cites the statement of Mr. .\nderson, vice-president of 
GM, reported in the New York Times for November 10, 
to the effect that the company would not open its books to 
the union and that “we don’t even open our books to our 
stockholders.” Obviously there is confusion here. 

The union itself appears to have shied off from this 
particular demand. In his statement to the Board, Mr. 
Reuther said, “We don’t care whether we see the books 
or not. .. . We asked for the books because they would 
not talk about the arithmetic, and there was no other way 
for us to get the facts excepting to insist upon the books 
being opened and being bound by what we found in the 
books.” It has been pointed out that important data on 
production costs are needed in the determination of the 
issue the union has raised and that this is not contained in 
the public reports of the corporation. Nevertheless, the 
union itself has found in the published data enough to 
build up what it regards as a bomb-proof case. Presum- 
ably the Fact-Finding Board regarded the available facts 
as sufficient on which to base a finding, for it proceeded 
with its work. The nub of the union contention seems to 
be that if its case is not sound, it is up to the company to 
prove the contrary—from its books. The Board declared 
that it had “no intention of considering confidential evi- 
dence, unless two conditions prevail first, that such evi- 
dence is indispensable to the findings of the Board and, 
second, that the party other than the one from whom the 
confidential information is obtained agrees in advance to 
its confidential use by the Board.” 


The confidential character of certain kinds of business 
information, relating to costs, for example, is a feature of 
a competitive economy. The way to harmonize this prin- 
ciple with the extension of public controls in a democracy 
is one of the problems of our time. 


In this connection it is interesting to note the action 
of Ethel B. DuPont in calling on GAM, as a stockholder, 
to comply with the request to open its books and arbitrate 
its differences with the union. <A press report states that 
she has received many letters and telegrams from stock- 
holders giving support to her position. The company 
contends in a full-page newspaper advertisement that the 
union is not really concerned with the facts at all. “The 
obvious fact is that the UAW-CIO has gone beyond its 
rights under the law—and is reaching not for information 
but for new power—not for a look at past figures, but for 
the power to sit in on forecasting and planning the future. 

“A ‘look at the books’ is a clever catch phrase intended 
as an opening wedge whereby unions hope to pry their way 
into the whole field of management. 

“It leads surely to the day when union bosses, under 
threat of strike, will demand the right to tell what we can 
make, when we can make it, where we can make it, and 
how much we must charge you—all with an eye on what 
labor can take out of the business, rather than on the 
value that goes into the product.” 

This raises the whole question of the proper function- 
ing of collective bargaining and the exercise of labor 
power. We shall return to this question next week. 
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Yet the theory of fact-finding as a basis of settling dis- 
putes needs clarifying. GM has insisted that the central 
issue is not one of facts, but of principles. Determination 
of the validity of a wage demand involves much more 
than what Mr. Reuther calls “the arithmetic,” though the 
latter is basic. E. G. Nourse, of the Brookings Institu- 
tion, said in an address in Washington a few days ago: 
“To assemble the true facts involved requires the most 
profound judgment of the people most personally affected.” 
The union has sharply rebuked the company for leading 
the public to believe that it was proposing the payment 
of wages out of past profits. It uses the record of past 
profits as part of its basis for prediction. But the union 
leaders are too shrewd not to know that there are many 
imponderables in predicting the market. Added to these 
are the factors of uncertainty as to taxes and the con- 
tinuance of war controls that hamper business planning. 

The Crux of the “Profit’’ Question 

Although GM has contended stoutly that the question 
of profits is not relevant to wage negotiation it has recog- 
nized the importance of the matter in the public mind. It 
maintains that its profits during the war have not been 
large. By comparison with prewar years this is clear 
from the record. But the crucial question is how much 
weight should be given the profits before taxes. The com- 
pany considers that an academic matter. The union thinks 
otherwise, especially since the excess-profits tax has now 
been repealed and a large part of what went to the govy- 
ernment will, assuming full production, remain with the 
company. The union sees logic in the contention that a 
considerable part of what the government took in the pub- 
lic interest should now go to the employes, in what it con- 
tends would be the public interest. 

The National City Bank of New York has, curiously 
enough, revised upward the union’s estimate of the war- 
time increase in GM’s earnings. ‘The average for 1936- 
39 is given at $221,491,634. ‘Thus the earnings in 1944, 
$435,409,024, represent a 97 per cent increase, instead of 
78 per cent which the UAW had stated on the basis of a 
larger figure for the prewar period. However, taxes re- 
duced this amount to such an extent that net income in 
1944 was 5 per cent less than the average for 1936-39." 

George Soule, economist, publishes in the current issue 
of the New Republic (January 7) the first of a series of 
articles on war profits. In the section dealing with GM 
he states that “if, in 1946, it should have as large a busi- 
ness as in 1944, without change in costs or prices, the re- 
peal of excess-profits taxes would leave it with between 
$260 million and $300 million, or about one-third more 
than before the war.” The corporate surplus, he notes, 
has been enlarged out of earnings since 1940, rising to 
$645 million. The item “Provision for Contingencies,” 
chargeable to expense, stood at $36 million in 1943 (later 
figures unavailable) ; the annual charge for depreciation 
and amortization stood at $64 million in 1944, in addition 
to which there was a “charge for depreciation of special 
facilities acquired for war production, all of which the 
company will have free and clear, if it wants them, five 
years after their purchase.” These considerations are, of 
course, not conclusive as to the relevance of profits to the 
wage issue, but they have a bearing on what is one of the 
questions in open dispute. 


Investigating Committees Report on Motor Strike 


The Executive Committee of the Detroit Council of 
Churches adopted a report of the Committee on Industrial 


2 October Monthly Bank Letter. 


| 

| 

] 

i 


Saturday, January 12, 1946 


Relations of its Public Affairs Department on December 
13 in which it recorded the following “well-established” 
facts with reference to the GM strike: 


“1. The present wage rates were fixed in January, 1941, 
and for the most part have remained unchanged until 
this time. 

“2. The cost of living has risen sharply during that 
time, and continues to rise. The Department of Labor 
places the general increase at 33 per cent. 

3. There has been a general decrease in take-home pay 
from the peak of war production, largely due to the 
elimination of over-time work and pay. 

“4. The ability of management to raise wages is recog- 
nized, although the extent thereof is in dispute. Though 
this figure is considered by labor low and high by man- 
agement, the Department of Commerce places the average 
ability to raise wages in industry at 24 per cent, without 
affecting price levels or impairing profits.” 

Then follows a statement of “issues that must be re- 
solved in the establishment of industrial peace”: 

“1, Shall corporations be required to submit their books 
to a governmental arbitration board, as a basis for deter- 
mining ability to pay wage increases ? 

“2. Is labor’s demand for wage increases justified: (a) 
as necessary to maintain proper standards of living? (b) 
as reasonably possible of payment while yet allowing sutii- 
cient profit to provide reasonable return on investment 
and adequate reserves in the industry ? 

“3. What is the next step, when collective bargaining 
breaks down: shall both parties submit to arbitration un- 
der government control? 

“4. Shall any or all wage increases be passed along to 
the consumer in the form of increased prices? 

“5. Shall both labor and management be held respon- 
sible for arbitrary work stoppages? If so, how shall this 
responsibility be determined ?” 


The committee then refers to the findings of the Citi- 
zens Committee which assembled in Detroit in response 
to an invitation from the UAW to listen to the full tran- 
script of the wage negotiations. The chairman of the 
committee was Henry Hitt Crane, Central Methodist 
Church, Detroit; the vice chairman was Harry A. Over- 
street, College of the City of New York. In addition to 
other prominent leaders it included: Mrs. J. Birdsall 
Calkins, national president, Y.W.C.A., New York City; 
Rabbi Leon Fram, Temple Israel, Detroit ; John B. Hanna, 
church counsellor of the Council for Social Action of the 
Congregational Christian Churches in the USA, New 
York City; Frank W. McCulloch, director, James Mullen- 
bach Industrial Institute, Chicago; and Bishop William 
Scarlett, St. Louis, Mo. The Findings and Recommen- 
dations are as follows: 

“1. After reading the transcript of the negotiations be- 
tween General Motors and the UAW-CIO, we believe it 
would be a contribution to public understanding of the 
dispute if the transcript were published. 

“2. The Committee was impressed by the serious and 
statesmanlike approach of the representatives of the union 
as shown in the transcript of the negotiations. If Presi- 
dent Truman and his advisers had had access to this rec- 
ord, we believe they would have been in a position to insist 
more firmly on the full use of the collective bargaining 
process before suggesting intervention of the government. 
We believe that the full possibilities of collective bargain- 
ing have not yet been exhausted, and that it is not too 


late to renew the efforts toward a voluntary settlement. 
We urge that the two parties immediately resume nego- 
tiations. 

“3. The union’s request to participate in a determination 
of the wage issue on the basis of full knowledge of the 
basic wage-price-profit relations is not a “taking over” of 
management. This request is based on a principle widely 
approved by responsible leaders of business, labor and 
government. Although the setting of actual prices re- 
mains a managerial function, at a time when there is a 
threat of inflation, the level of prices becomes a matter of 
legitimate public concern. 

“4. If collective bargaining fails to result in a settlement, 
we recommend that any fact-finding commission appointed 
by the President be authorized and directed to determine 
what increase in wages can be given on the basis of the 
corporation’s ability to pay without increase in prices. The 
corporation’s ability to meet a wage increase is a sound 
factor in the determination of wages, both in good times 
and bad. 

“5. From the record it is clear that the union in its re- 
fusal to accept a wage increase that involves price increase 
has lifted the whole matter of collective bargaining to a 
new high level by insisting that the advancement of labor’s 
interest shall not be made at the expense of the public. 
The union has shown a sense of social responsibility that 
indicates its growing maturity and is certainly to be com- 
mended. The public has a vital interest in holding the line 
of present prices against inflation. 

“6. Because of confusion in the public mind, the Com- 
mittee wishes to emphasize that the record of the proceed- 
ings clearly shows that the union’s proposition was not 
‘30 per cent or else.’ The transcript repeatedly shows 
that the union’s 30 per cent demand was subject to re- 
consideration if and when management proved the 30 per 
cent wage increase was impossible without a raise in 
prices. 

“7. Considerable data from the General Motors Corpora- 
tion and U. S. government reports were submitted by the 
union in support of its contention that the corporation can 
afford a substantial wage increase without raising prices. 
Outside of a flat denial supported by figures based upon 
sources not open to the union, to this Committee or to the 
public, no convincing evidence has been submitted by the 
corporation to show that the union’s wage proposal can- 
not be met. 

“8. While future profits cannot be computed with abso- 
lute certainty, it is common practice to base the prospects 
of them upon experience and estimated volume and costs. 
The union is asking that wages be projected in such a 
forecast as other cost factors and profits are projected. It 
is the consensus of the Committee that the union is mak- 
ing a legitimate claim in asking that wages be negotiated 
in terms of future expectations. 

“9, With regard to the union's 24-hour ultimatum on the 
acceptance of arbitration, the public should be reminded 
that the ultimatum was on the question of the willingness 
of the corporation to arbitrate and not on the basic wage 
demands, which would have required longer consideration. 

“10. The Committee reviewed carefully the union’s sup- 
porting argument for the maintenance of take-home pay. 
It was based on the thesis that purchasing power must be 
commensurate with production. The Committee agrees 
with this principle of wages since without adequate pur- 
chasing power to buy the products of industry there can 
be neither full employment nor general prosperity.” 
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